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already sizable accimslatlon of inconvertible Bloc currency, Finland baa 
been obliged to import large quantities of Soviet Bloc goods, nock of which 
she has been forced to re-aaqport, often at considerable loss* Finland 'a 
total ieport requirements of petroleum, coal, bread grains, auger, fodder, 
fertilisers and, to e lesser extent, of iron end steal, ferro-alloys emd 
cotton ere near virtually filled by Soviet Sloe shipments, 

®hat such dose ceeaaercisi ties with the Soviet Bloc constitute a latent 
danger to Finnish independence and sake the country vulnerable to Soviet 
pressure is evident both to western observers and to the Finns themselves. 

While the situation remains potentially dangerous, however, there appears 
little evidence that It portends any imaodiate threat to Finnish economic or 
political integrity, Finland's Inability to find suitable inports free the 
soviet Hoe and a reluctance to accumulate larger ruble balances, militate 
against easy substantial increase in FSoao-Bovist trade in the foreseeable 
future. Finland is m a king ever increasing efforts to lower production costs 
end to increase the ability of its raparab lorn-born industries to ecepete in 
both the domestic mod foreign market. With a concomitant expansion of Finland's 
traditional exports to western markets there is sufficient indication that if 
the Soviet union were to curtail suddenly its imports of Finnish products, 
Finland could, after a period of initial adjustment, adapt Itself to new 
patters# of production, consumption an d trade with the non-Bloc areas, this, 
of course, is dependent upon Western willingness and ability to absorb the 
h nite of f$jq&s©& , s 'fry ffftil -i oMl ex&ort j/tosas* 
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Prior to the first World War FialeM's position as an autonomous Grand 
Duchy attached to the Russian a® ire, led inevitably to strong oonsaeroial 
ties vith tiie East. Occupying first place among Finland's trading partners, 
Russia accounted for sobs 30 percent of total Finnis h trade. la fact, so 
closely had Finnish industry been geared to Russian import requirements 
that in 1913 Russia absorbed 62 percent of Finnish pulp end paper w©orts, 

30 percent of its leather goods, 84 percent of its aetal manufactures, 

98 percent of its stone end mineral production and 97 percent of the products 
of the spinning and veevlng sills, •/ 

Hu&eisxt revolution FiTOifch ia&^eiidence sub S'taatiaXly 

altered Finland 1 a traditional foreign trade pattern, and after I960 the 
stare of the Soviet Union averaged little acre than 2 to 3 .percent of the 
total foreign trade of the new Finnish Reptalie. This rapid disappearance of 
what historically tad been Finland’s chief export market was due primarily to 
iapleaentation of the Soviet policy of Halting its inserts to vitally needed 
capital goods in an effort to hasten Socialist construction and economic self- 
sufficiency. tat until 19^0 was any concerted effort made to expand the 
exchange of goods between the two nations but a trade agreement concluded in 
June of that year was abrogated by the coming of war. 

The loss of the Russian export market, however, had been quickly replaced 
by that of Great Britain Who was to remain Finland's Chief trading partner 
until 1993* m 1938, the last full year of normal trade relations, Finland 

r-‘ ' if' .> im U , 
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©eat 42.7 percent of it© total export value to the United 1 gjq&tm cohered 
tritti 14.8 percent to Germany* 9.2 percent to the Halted States, 2.8 percent 
to Sweden and .5 percent to the USSR. ^ 

Finnish involvement in two major conflicts (19tO-lS^), ®*©le& with 
tte particularly stringent provisions of the peace treaty loosed by the 
USSR, loft the sm al l republic ia^poveriabod and with its foreign trade 
practically at a standstill. Finland was forded to cede ^gganuclm&tely 
13 percent of its territory to the USSR and with it want 21 pe r c ent of the 
cultivated lend, 432 plants which had contributed aoro thaw ten percent of 
the total industrial production, 600 miles or soma 17 percent of the total 
railroad trackage, plants which had produced 32 percent of the prewar 
hydroelectric power and away valuable ports which had h»nft1ytrt almost 20 
percent of Finnish prewar exports. yy 

Especially hard hit were the woodwaifciag plants whose products doataeted 
the country's prewar exports. Among the plants lost to the USSR wears 65 
aw* m d planing mills which had produced 12 percent of the total o utp ut in 
1930 and a tost of other factories and plants which bed accounted feu? 26 
pareffist of the production of chemical pulp, 25 percent of the plywood, 12 
percent of the mechanical pulp sad five percent of the paper production. 5/ 

It has been officially estimated that the seonaaie loss in the ceded 
territories represented almost 13 percent of Finland's prewar natural 
resources. Ss/ 


UiV.n 
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XI* fte Bepagationa tardea 

fte difficulties uhlch beset F inland * a already strained economy vere 
added to by the reparations imposed by the arsistice treaty of September 1 944 
and later eoaftiasd % the peace treaty of 1947 . Uader their provisions, 
Fi n l an d was obliged to pay In Hind to the US6R war reparations amounting to 
300 a lll ion 1936 dollars payable within a six-year period. Although aubae- 
qpien* sgresmants reduced the am to 286 million 1938 dollars and extended 
the term of payment to eight years, the Soviet demand that reparat ions 
deliveries i nc l u d e many eoBModlties not previously exported by Finland, 
necessitated a forced expansion of Finnish industrial production* §1 Aided, 
howev ® r # fcy O.S. sad Swedish loans totaling $373 million, chiefly for invest- 
amt in metal working and shipb uilding industries, Finland was able to fulfill 
ter reparations obligations and by September 1952, she bad delivered over 
500 million current dollars worth of commodities to the soviet Union. 2 / 


fable 1 

Finland* s War Separations to the jgjjgR S/ 


Year 

of current of 

dollars Firsnmrks 

Reparations as a 
percent of net 
Rational Product 
at factor coat 

Heparations as a 
percent of total 
national budget- 
ary expenditures 

Reparations 
as a percent 
of total 
«©orts 

1944 

.2 

.27 

.4 

.7 

4.3 

1945 

91.2 

8.17 

8.2 

19.3 

61.0 

1946 

64*5 

8.78 

5.6 

14.4 

27.6 

1947 

76.5 

10.40 

4.6 

14,2 

18.7 

1948 

84.9 

11.55 

3*8 

11.1 

17.0 

1949 

74.2 

12.23 

3.8 

10.9 

15.7 

1950 

34.1 

7.85 

1.6 

6.1 

8.7 

1951 

53.9 

12.40 

1.8 

6.8 

6.2 

1952 

Total 

-JIlL, 

515.2 

hSL 

79.90 

1.4 

4.1 

5.0 
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LIMITED 


With more than one-balf of all deliveries to the USSR to consist of 
eoraraodities not previously exported by Finland, it was is®»rative that am 
liaea of zneaufaefcure be quickly created end currant production reo rganised 
to met reparations teasada. Table H compares the avera@s percentage 
eon©ositim, by value, of Finland's exports for the years 1929-1938 ^th 
that of reparations for the years 19 Vt- 1952 » and gives some indication of 
the aagmtiste of the oodificatima ln Finland's industrial structure, 
required by her deliveries to the 


Table tt 


CoB^oriBfflx of Finnish Prewar Kaports and Renaratio 

is Deliveries M?/ MJ 

Sis percent of total value)" 

World Exports 

Beporetions 

1 

I j 

n 


1935-193? 


1953' 

Wood and Paper Products 

83.9 

27.8 

77.6 

Jtetal working products 

2.8 

72.2 

10.7 

includes: Machinery and equipment 
sMjbuildiBe 

i n 

31.2 ) 

35*3 ) 

5.7 f 

— - 

electric cable 

5 


/igrtcultural products 

8.7 

0.0 

3.7 

Other goods 

k.6 

0.0 

8.0 

Total 

I£J 0*0 

100.0 

100.0 i 

| 

iseJot burden j of course ^ 

feU on jaet^-tmrklog 

and ship*. i 


building industries with 35.3 percent of the total value of reparaticos to 
include shipping of various types, 21.2 percent to Include aaehiaery and equip- 
oaafe end 5.7 percent to include electric cable. Deliveries during the first 
years of industrial reorganisation were, of necessity, composed largely of 


'■L'AP 


UM: 
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viaoft SMps and wood pssoaucts but the value car the products of the aetal end 
shipbuilding Industries steadily Increased from 17 percent of all pa^mots 
in 12?4 to almost 99 percent during the last four years of reparations 
delievertes. 23 / 

3Sw war itself had provided seas lapetua to the Finnish metal industry 
hut reparations obligations called forth an even acre rapid as 

shown by the fbllawiag Indices of industrial development. 22 / 

Sable m 

indices of Finnish Industrial production 


Year 


Wood and Paper 
Industries 

Metal 

Industries 

Otter 

Maityifis 

1938 

100 

100 

100 

100 

1945 

87 

64 

117 

39 

1952 

166 

109 

m 

179 

1SEA 

189 

l4l 

231 

203 

** ****** ***mm**mmrm ** ****** wm » 



I 

« 

1 

1 

f 

* 


From largely a hone a&rtsi employing little more thst ^4 f 6oo p ersons in 
1936# the metal working industries have grown to Finland's second largest 
fnflnstry esploying over 80,000 wo risers or same 30 percent of the country's 
total Industrial labor force. Production, as we have seen, has iTWtrrrt . to 
almost two and one-half tines that of 1935 sea in 1951, the metal industries 
peak production year, it sneouo.ted fear 27 percent of the net value af 
industrial output. 


{GAP 
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aca^iy paralleling the growth of the artel in&mti'Xm as a whole 
the Finnish ehipniiMin® industry whose share of the reparations burden 
totaled 571 vessels of various types* Between 1944 and 1949 pta-aonaal 
oqployed in ii» steel shipbuilding industry Increased fro® 4,560 to 7,404, 
or by 64 percent, while esployiaenfc in the wooden sad caB©osite sht pTYirtiiMwg 
industry increased frots 590 to 4,556 or by 6?0 percent. 12/ 
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IU. grade aod Credit fxrangeaaats 

A. Finland's Postwar Trade FettgiB 

Gone ccranitted to the maintenance of close political relations with tbe 
USSR mte r the term of the peace treaty of 19^7 and the Finnish-Soviet 
Mutual Assistance pact of 1943, even closer econaaic ties with the Soviet 
State proved to be inevitable. Tbe expansion of Finnish commercial exchanges 
with the USSR, due in part to pressing postwar reconstruction needs, tbe 
inaccessibility of western sources of supply end the heavy burden of repara- 
tions* brought ebout inportaat modifications in tbe direction and composition 
of Finland* a fore!©! trade* 

Most striking, of course, has been tbe ecsrglnE prcsainaace of Eastern 
Europe and the USSR is Finland's total trade picture. From the relatively 


insignificant *5 percent of total Finnish exports that west to tbe B3S8 in 


1938, the proportion has mahrocmed to a peak of 25*4 percent In 1953** 


This increase deprived Orest Britain of her role as Finland's chief trading 


partner for the first tine since 193-7* At the mm tine* the rest of the 
Bloc registered similar gains* Trilateral agreements with Bloc nations 


designed to compensate for Finnish- Soviet trade imbalances served to increase 


Finland's inports front tbe Bloc from 14*3 percent of total imports in 19^7 
to 34*4 percent in the peak year of 1953** 


It is isnportant to note, however, that the alarming proportion of Finnish 
trade with the Soviet Hoc In 1&3 was dm less to any sizable increase 
in purchases from the Fault than the steady decline in Fixmlah exports to 
the Free World after the Korean War. See Table 2, Appendix A. 


’I-S5B1 ABROAD 
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Trade Agreements 

Prior to 19*7 the exchange of goods, other than reparations, between 
Finland end the Soviet Union, proceeded on an ordinary niaoy twg basis with 
payments made through d ol l ar accounts opened by the Central tfamten of both 
countries. However, under the terms of a trade agreement concluded in 
Dececfcor 19*7, Finland's cesraerci&l relations with the US SS ware acre firmly 
established end provisions fear the most favored nation principle sad the 
rijgit of Bufcual free transit were agreed upon, The ccmaodity composition 
of USQR-Fimieh trade generally adhered to tradtition&l patterns with Finland 
mpcartii^ wheat, rye, sugar, oil products and fertilizers and paying for 
these i^orts with preftfcricoted housing, sawn tinfeer, wood pulp end paper. M/ 

By 1S52, however, with re pa r at ions deliveries to the USSR vir tually 
fulfilled, & consid er abl e change was evident in the structure of Finnish 
exports. For the first time in Finnish history, products of the greatly 
expended chip and. metal industries accounted for a significant share of 
Planish free exports to the tSS®. This change in the ccmaodity composition 
of Finnish exports was confirmed first in a 1952 supplement (to a Five yeer 
Finnish-Soviet trade agreement concluded la 1950} m& then in a trade 
protocol signed in Ifenresfeer 1953# which established the level of trade 
between the two countries for 195*. Pursuant to the provisions of the 
latter agreement, machinery and. equipment was to constitute 50 percent 
of Finland's exports to the USSR in 195*, 3* percent of which was to 


broad 
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consist of ships. Mood sad wood products accounted for 43 percent of ties 
re m ai n de r . Fi nni sh fejport coraaitrasnts satisfied most of her requirements 
for grain, fodder, petrolewa products, sugar sod cotton, w 

M <Raly 1934, » second 5-year program for trade with the USSR was 
concluded covering the years 1956-1960. Sa general, the commodity consonant 
of Soviet-Pionish trade remained similar to that of previous agraaosnts. 


Saports will i n c lude ships amounting to 38 .O percent of the value of to tal 


exports to the USSR, products of the metal industries aaeuatiag to 22.0 
pereent and wood and. paper products totaling 33,4 pe rce nt. 2$/ Finnish 
escorts to end imports fnsa the tBSR are scheduled to show a steady increase 
dyeing the years 1956-1900. An a n nu a l Finnish export surplus of $4o ailllan 
is to be ooa^eneated partly by trilateral deliveries feats the European 
Sate ll i tes and partly by convertible currency supplied by the USSR. A ceiling 
of 60 millio n rubles is established feu? the deficit which say be 
by either party and, if exceeded, tfca sum must be settled in gold, dollars 
or erne other mutually agreed upon, currency, 2£s/ 

Credit end to«> Provisions 

la February 1354, ftoacov granted F inlan d a $£) »nt>to> credit to be 
drawn v®on either in gold or foreign exchange at the discretion of tha Fima. 
®* secant borrowed within the stated three year period, is to bear interest 
at 3.5 percent awl is to be repaid la the same medium over a period of ten 
years* Ibis, the first instance of a Soviet gold at convertible currency 


HO ARPn/JD 


\\0t } 
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tea ©-sated to a nsa^Sloc net ion, me fallowed a year later by a similar 
credit extended to F in l and is January 1955 • Unas far Finland baa drswn a 
total of $?*5 aiHioa to **©porfc currency reserves of the 'Beak of Finland 
and for specially selected protective pwposes. 

‘grUafeeral Agrongeasntg 

fh m use of trilateral egreeaeats with Satellite countries to ceE$enss£e 
f&e a surplus of Finnish escorts to the USSR bee bees provided ia the 1$50 
3*»g tom agreement end in all subsequent trade arrangement a with the BBSS, 
^rsde infcelsacGs with the USSR since 1951 have been all or partially covered 
at cm ti m or soother by trilactersl anrangesBats with every aloe amber 
except Balearic and Albania. At the and of 1S£4 the Finnish credit in its 
clearing account with the USSR had been reduced to 21*5 million ruble* as 
corapaed with nearly 30 Billina rubles a year earlier m& about 60 million 
at the peak during 3554. Jh m effort to reduce its indebtedness, the 
USSR not only encouraged trilateral tirade arrangeaoate with other Soviet 
Bloc countries but also male direct settlements with Finland in gold end 
foreign currencies totaling 4o mill, Ion rtfblafl during 3554* '£!/ 

She ruble clearing arran^aaents, however, have substantially nullified 
say advantages which mi©it have accrued from Finland's excess experts to 
the USSR. Unable: to find suitable imports from tbs Soviet Bloc and la 
need of free world rear materials, Finland has been obliged bo offer ruble 


kin njQQtfv'i ^qpns.n 
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oXmrlsg to the West at m&wtaiatial discounts. Ihe Finolah ssre naamt 
simtiarly baa been required to nfestitNi viM* considerable XouB t the 
mxsqaort of large quantities of u nusab le Soviet Bloc goods. 

neither Mae credit agreements nor the ®5ld-corivcrtible curr ency 
provisions la the 1956-60 trade agreasis&b wholly solve WahwH n problem 
of aceuBaulatea rafale clearing or restore to it the freedom of choice it 
w*raM mjesr if Soviet payment for Firaiift) exports were we&e in hard 
eureeney. 


NO DISSEM ABROAD 
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Sxfeeat of Finnish Bepejodenee m Sloe fradg 

Finland's reliance t®>oo the Soviet Sloe as the prime? aartefc for its 
industrial products, has in turn engendered what £©pesrB to be a substantial 
dependence upon the Bloc as a source of supply, gafartths tsMliag, Finnish 
re-exportation of a <refegtantial porticn of what she received from the Bast 
in an effort both to rid herself of unwanted inports end to needed 

raw materials from the West, the fact remains that a significant share of 
Finland's foreign trade is firefly wadded to the markets a n d products of 
the USSR sad bar Satellites* 

Despite a A.5 percent decrease in Fismiah^Soviet farads tvm 1953# trade 
data for 195 *» indicate that Finland remained heavily dependent upon the 
last as a market for its industrial output* ninety- six p e rcent of the 
value of ship exports west to the Bast {while Finland itself purchased 
vessels abroad) m well as 90 pereent of all exports of machinery, copper 
and ccsper products. While Finland'* fewest products sore smrtoeted largely 
in the West, 93 percent of all prefabricated houses export a were sent to 
the *BSH in 195^. On tb© issport side the USSR «©pliea 72 percent by 
veins of Finland's bread grain imports, S® percent of its petroleum products 
(largely of Rumanian origin), 97 percent of its sugar, 43 percent of its cotton. 
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51 percent of Its fodder end 52 percent of its fertilisers. Poland and 
the USSR supplied 71 percent of Finland’s coni and coke imports, and the 
Bloc supplied 50 percent of Finland's imported outcsabbilcs. S/ 

If Soviet- Fim aia h ecuaadtawats under the lane-range trade agre e men t 
are net, Fianiah dependence vqton Soviet Bloc isports will aeasurably 
increase. Hi the case of petroleum products, fee? example, it has been 
reported that of Finnish requirements for gso in 1955, S5 percent is to 
come from the UBSR, 16 percent from Russula, 16 percent tjxm other 
countries! of Finnish requirements of light fuel oil, 70 percent is to 
ewe frost the USSR, and 30 percent from Buaanlaj and of Finnish reqyire- 
laoats of residual fuel oil, 51 percent is to come from Rusasola. %%/ 

Hit perhaps of even sore sign nonaea in Unfrtnc Finland's foreign 
trade to that of the Hoo, has been the forced expansion of F innish 
Industry, geared to Soviet import requirements, which took place coder 
the ooEgailsicn of the reparations progress. Hie serious deeliie in world 
demand for wood and wood products, Finland's inability to find suitable 
markets in the Vest fear goods primarily fashioned to Soviet n*Wis and the 
generally aon-coqpetitive character of Finnish exports {particularly in 
ship ccBStruetlon, which acoordiag to the IBRD mission to Finland, Is 
produced at a cost 30 to to percent eSbove Vestem shipyards — ^ ) note it 
all the sore imperative that Finland retain ter markets in the East. 


MO ryoecM fiRROAD 
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BpXicsfcioM an a q<wegpmees of gjaajsh jteHgree £}S& 

eo on c stf c and political te g aljeat tons of this progressive ix3B£em& 
ia F in l and, * g trade with the Soviet Bloc are viewed with misgivings fey asst 
am-ccaastBiiet observers both in and out of Finland. On the escort side, 
the Finnish BMptouilding and stated, industries continue to rely alaost 
exclusively on the Soviet market, Finnish reliance for as^plies on the 
IQoc, and the H5SB in particular, is now virtually ccraplete for petroleua, 
coal, bread grains, sugar, dodder and fertilisers and significant in the 
ense of iron end steel, ferro-alloys , cotton gb& a nusiier of other 
industrial raw materials* Escorts of machinery, tractors wsi automobiles 
hitherto drawn almost entirely from western sources, have recently been 
received in Increasing values fros the Soviet Oaton, Czechoslovakia end 
iiast Germany. 

fhat such a dependence upon the Soviet Bloc constitutes a latent Osagex 
to the country* s independence end makes Finland politically aai Qeo&miS, «n~»*y 
vu3^ier^>le to Soviet pressure, has been made clear to the Firsts on a msdber 
of occasions. Fetf laps the most recent denoostration of the pitfalls of 
over dependence on Soviet markets has bean the serious decline in the Soviet 
raartet for Fimish exports of prefabricated houses. Soviet iaparts have 
decreased trtm the. e^rostaately $32.4 aiUim in 1952 and the $26.1 sAXUrn 
in 1953 to less than $S4.1 million in 1354.* Fiacdte anticipation of a 

* Finland's dependence upon the Soviet smrfcet is ev idenced by the fact 
thet of a total 1954 export of 7&J f OOQ sqjiare meters, the USSR took 
754,000 square meters. 
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750 thousand square aster casual ej®ori to the UBSH as provided fear in 


1956, was frustrated with the Soviet aBOouncGoent that it would take only 
290 thousand square meters in 1955* ©» prospect of f i nding coEgensa- 
wry markets for this h&j&\ cost industry are indeed sain and at this point 


it is difficult to gauge the eeonoaie dislocations which the curtailment 


of production in case of Finland's most iaportont braaaohas of industry, 
will occasion. 


On the other handy while the situation remains potentially dangerous 
for the Fima, there appears little Indication that it portends any 
immediate threat to Finnish economic or political integrity, if the Soviet 


Union were to cut her trade tics with Finland suddenly, and if western 
motets could, again ebscab the hulk of Finland's traditional «©ort items, 
Finland could adjust to war patterns of production, consunptlon and foreign 
trade with non-Bloc areas. She period of edjustasot would he uncomfortable, 
tout not fated. Finland's octal working industries already sell TO to 80 
percent i2/af their output to the home market. If costs could he measurably 
decreased, or subsidies arranged, aodorniantion of Finland's over s@a merchant 
fleet, repair of rolling stock, etc. could provide aspic ecfdayiaent for its 
shipyards and metal industries for years to come. She failure of Russian 
supplies of grain, oil and coal could prmsuBChly he made good from the Free 
World. On the ir&ort side in terms of western resources* Finnish annual 
requirements of 200,000 tons of wheat and 2,000,000 tons of coed, do not 


bulk very large- 



Mf) IMOQITM AP»>0/\P ' [ 
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=l£®?ee of ftoetofc ©oaaaato dcpestenee rat the Soviet Vk&m answers 
Witfomm mm the da&me of eeaBeesto ^aaatsvefeidBt <:4“ tte 

atotoa by .p5®rear Oammy tSses« £0 to 70 paeasifc of ttelv fa«fe v&a witfe 
Ga«®^, Beta to Fto 3 *#ifi*e jeak yfflsr of toad© vftk the aevtot »&«■«» (1553) 
smer tm^tMseSa &£ its tess&i me still with toe Free mr&tt sad .pso^ee to 
net 90®s vary spoil toe Ftona-Goviet trad© to .sstseed «>*«*»»»»» <«v>^ 

T&&&& ©toh idte US-HS to 6 large decree, «^n he gjts/f&isi&ii 
“? the e&iUty of F’toS toMfl to find suitable toparU; fwaa toe ®3351 ikx\ to 
4eopsa»e its etoee% atoebto to©aaalsfcie« of imxai&smw tS&Sa Elec 
omwsas^®®, sai Sewtot vtHiagaegs to tocorceae her ps?as»sa» «f Fu^usafi's 
f«®st 5®o&eto atoee It Itself to sat iaporteiat ssresdaesr of tiriber, 

Of soars® ttows to little rmsxm to beltews that to® Sovieto ©oulfl 
Js^sltsto to sttoKBri to swafctla Ptoniah todu at r y by a rRC tollaaat 

^ tsada, if fftmtoh betotior imrrmteA snefa. a drastic ratoaure. Bto toa«tH«v- 
ta«b a em&tamm- - sad there to little to- indicate: ton* FtoLsnfi to soon 
to repadlato its attottofle of "friendly oeafesreaity" tcsHsrd® toe was* * 

«m farther Sewtot etotoWfes presaare vtxta toe Mma they &sm *»<«■* ,oal 

W Ftostoh a^toml totorests to' likely to seatito to & set pelittoal toes 

^§r to® ms®. 

It M^sfe be added* iKM&Mto* tout i'laatob ralaaaac «g*m toe Soviet Bloe 
to act e®3y of yotaftially asartow «xttequmeo to Finland Itself* bat to 
dl. of toe Free WwML Boar Ftotond 1 © toads with tbs 8a at pose* act «^Ty a 
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iatarti dcnger to its can independence !»at a esoawtdeat •ao dtaalm by 
Klsiah the UBfS la able to skirt western export restrictions. FinltHol 
bas receive, from western sources raw gatericls end ccs^paosuts for use 
in tbs production at strategic good* for the Soviet Bloc. Sot currently 
receiving economic or financial assistance frees the United states, 

Finland is not subject to the provision s of the Battle Act «*»d there la, 
at the present tiaa, no legal sanction which can be invoked to force 
Finnish 6@?©aaeat to the delation of strategic it aas frcaa its 2Saet*Uest 
trade. 53 m advisability of inducing OOCCK agreement to topes® export 
controls on Finland's western iruppliers, is open to Question. Such 
treasure would undoubtedly be fiercely sweated in Ftolaad end would 
perhaps serve to force her further Into the ass of hear huge neighbor to 
the Boat. 

Although it Is difficult to generalise the taeay divergent views of 
increased economic ties with the USSR held by the Finns thesaBelveo, the 
climate of official opinion has became sufficiently solidified to warrant 
come tepresaioBB. Influontial Finns are apparently well aware of the 
potent political weapon which their economic dependence has given the USSR. 
However, faced with the iamediate alternative of either deactivating the 
costly zaetal m A shipbuilding establislmenta at relying cm the Soviet 
Bloc to buy enoujgi of their inxxtueta to sustain these industries, the Finns 
have apparently, to Judge from the details of the 3556-60 agreement, chosen 
the latter course. 
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So a large extent Finnish opinion is crystallized In the views of 
former Prise Minister Eakkonon who has welcomed the excessive development 
of Finland's ahipbidlding and iron and steel industries and herpes that 
Finland may win a high level of prosperity through increased ccaaaereial 
exchanges with the USSR, 

At the concluelon of Finnish reparations payments to the USSR in 
September 1553# Ktekkonen declared t 

"But on the day upon which war reparations conclude we mat 
also and by preference, look forward. We mat guarantee full 
activity in our modern industry which has sprung tp on the basis 
of the war reparations. We can best do this by maintaining close 
and trusting trade relations with the Soviet ttalon, which knows 
our products and through experience relies upon our capacity to 
deliver. If we can manage to take of our trade with toe Soviet 
Itaion in proper fashion then eight years of plenty will follow 
the ei$ifc lean years." 

Others are not hesitant to blame the western, powers for Finland's 
present predicament in having permitted Russia to ispose such heavy 
burdens on Finland at toe end of toe war. But almost all are satisfied 
with their postwar economic achievement and feel confidant that they 
can hold their own against possible Russian encroachments. 


MO DIS^'M ABROAD 
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TABLE 2 


FDOAOTS TOTAL TRADE WITH IBkRIOOB TRAD US AREAS 
1938 and 1950 - 1954 
(Billions of FinnEiarka) 



1938 

1950 

1951 

1952 

1953 

1954 

Dollar Area ^ 

1.6 

14.6 

25.7 

23.1 

16.4 

16.9 

Sterling Area 2 

5.9 

46.5 

102.8 

76.9 

50.9 

68.2 

SPIT Except for UK and Ireland 3 

7.9 

64.9 

140.9 

140.6 

83.9 

103.6 

Sino-Soviet Bloc 4 

.7 

26.0 

46.0 

69.1 

83.3 

87.5 

Other Countries 

.8 

18.3 

26.7 

29.0 

19.0 

32.5 

Total 

16.9 

170.3 

3,2.1 

338.7 

253.5 

308.7 


1 Dollar Areas To 1952, and Canada, After 1952, IIS, Canada, Mexico, Cuba and Venezuela 

2 Sterling Areas To 1952, OK, Ireland, Egypt, South Africa, Southern Rhodesia, India, 

Pakistan, Ceylon, British Malaya, Australia and New Zealand* After 
1952, the OK and Con^fonwealth plus India. 

3 EPU Areal Sweden, Norway, Benssark, Iceland, Netherlands, Belgluni, Luxecilx>ur g , 

West Germany, Austria, France, Italy, Greece, Turkey, Portugal and Switzerland 

4 Sino-Sov Bloc* USSR, Poland , Czechoslovakia, East Germany, Hungary, Rumania, ^ulgaria, 

and China* 


Sources i Figures for 1938, 1950, 1951, 1952 1 State, Helsinki, Deep* Ho* 496, 16 Feb 53, 
one* no. 3, p. 1, 0, 1952 and 1953, State, Helsinki Beep, 386, 23 Feb 55, 
one* no. 6, p. 1, U* 
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TABLE 3 

lacaant of gialaadla Total Foreign Trade with USSR and S lno-Sovlat I3Lob» 16/ 


Xu® 

Percent of 

Imports 

Percent 



USSR 

BLOC 

ossa 

BLOC 

1913 

28.1 


27.9 


1938 

1.2 


.5 


1946 

21.4 


20.1 


194? 

13. .3 

14.3 

12.4 

31.1 

1948 

12.5 

19. 

14.7 

31.8 

1949 

11.4 

19.5 

15.3 

32.8 

1950 

7.9 

18. 

7.7 

20.7 

1951 

7.6 

16. 

8.3 

17.1 

1952 

12.1 

19.4 

17.5 

25.6 

1953 

21.4 

34.4 

25.4 

31.4 

1954 

17.8 

28.7 

21.5 

27.9 


* Based on current value and Including reparations and transfers of former 
German Assets* 


Sources : Bank of Finland Monthly Bulletin, Ho 1-2, Jan-Feb 55, U* 

Value Series data prepared by International Econcsnic Analysis 
Division, Bureau of Foreign Commerce, U, 
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TA BLE 4 

, of , gsiiet Ms^JiSSL by Country of OrlglnA^stinati on 

(Millions of F irmm&rks ) 



Sscports 

Imports 

Soviet Union 

33,718,4 

20,327.7 

Poland 

3,354.3 

6,452.3 

East Germany 

2,702.0 

4,512.0 

C eechoelovakia 

1,043.9 

4,171.9 

Hungary 

793.9 

1,152.5 

Ewania 

520.6 

6,105.3 

Bulgaria 

113.8 

274.2 

China 


fr.S,5»3. 

*otal 

43,761.9 

43,711.0 


Sources* Army, Helsinki, E& In 115660, 19 Jan 55, WEEKA Icon, p. 8, C. 
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TABLE 5 

CflBiHQdlty Trad* of flry Umd with the USSR 

1948-53 


LffepIMTOdg of U.S. dollars) 

iacporta to the OSSfl sJ 



J24L 

JL9A9 

.jasa 

J22L 

-1252. 

19.53 

Food, Oevsragae and Tobaeco 

2,893 

3,091 

405 


1,596 

14 

Wood & nd Wood Manufacture a&Z 57,315 

44,293 

16,113 

46,136 

69,117 

56,100 

Chemicals 

84 

60 

9 


1,748 

901 

Manufactured Goods 

21,780 

11,361 

2,705 

4,599 

14,209 

19,231 

Machinery and Transporta- 
tion equipment 

64,387 

77,287 

45,447 

70,044 

68,274 

68,994 

Miscellaneous Manufactured 
Articles and Othera 

455 

164 

123 

292 

56 

2 B 2 

Total 

146,914 

136.256 

64.802 

221 f 071 _ 

155 f 000 

145.522 




Import. fW t.h« IHSH 


Foodstuff® 

37,913 

19,525 

16,469 

30,750 

64,611 

60,169 

Beverages and Tobacco 

703 

132 

426 

685 

616 

394 

Inedible Crude materials 
except Fuel 

1,492 

2,160 

1 , 22 Q 

2,439 

3,517 

9,519 

Mineral fuels 

2,351 

4,732 

2,676 

2,682 

1,200 

7,101 

Chemicals 

2,335 

2,057 

1,156 

176 

967 

2,740 

Manufactured Goods 

5,401 

4,831 

423 

3,280 

9,734 

7,614 

Miscellaneous and Others 

1,012 

1,443 

1,316 

1,378 

936 

2,110 

Total 

■SUM? 

34.880 

23.676 

41.390 

81.581 

&U.647 


a. Including war reparations. 

b. Including synthetic fibers and wood pulp. 


Source* CIA, HR M.392, 24 August 54 , S, IB OFF. 
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T/LBLS 6 1 


Projected Trade of Finland with the USSR 
—Igadft AgrosEient 195 6~60 


Year 

feofiEla 

1956 

107**500 

195? 

108,700 

1958 

117,500 

1959 

120,000 

I960 

123,700 


Thousand IS $ 


Sutaorte. 

Bfilaflss 

147,500 

+40, OCX) 

148,700 

+40,000 

157,500 

+40,000 

160,000 

+40,000 

163,700 

+40,000 


Source i CU M-392, 24 Aug 54, StoafEk SpYtfi* Ute 2aSXJml& kSESSmai 
1955 - 60 . p. 10 , S, ® Off Only 


NO OiK: 


W fir:. 
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mm 


wsmxMM aid si wmijmm'i 

TbesiK- ease m s^xxsiea. p^Ubaaa engfflarebgead in 

tie ifflifeiae of fcMs jKgpop* 

ISwc wase no oatofesoaina' mgs to tosolliaaaoe. Motets cx/ware*^ 
M Fiatoaa’o toate uitfc tie USSR etorcast tolly toaBenod tie pecUtoe 
ytffiefi. W absence <sf 3avlat. gimfctBStoa.1 fisto. 


m 


■AD 


LIMITED 
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